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Notes. of the Month 


Some Effects of Egypt's Treaty Abrogations 

Ir will be recalled that the Security Council in 1947 showed no 
inclination to accept the Egyptian plea that it should set aside the 
Anglo-Egyptian Treaty of 1936 on the grounds that the inter- 
national situation in which it had been negotiated no longer 
existed. Egypt for her part has shown no disposition to take up the 
British challenge and bring before the International Court the 
question of the Treaty’s validity until its expiry in 1956. 

The implications of the unilateral denunciation of the Treaty 
by Egypt are at first sight somewhat difficult to disentangle. It is, 
for instance, not possible to argue that her denunciation of the 
Treaty can affect the validity of two acts which were the logical 
and historical consequence of its ratification, namely the termina- 
tion (by the Montreux Convention of 8 May 1937) of the im- 
munity from Egyptian law of resident foreigners under the ancient 
Capitulations, and the unanimous vote to admit Egypt to member- 
ship of the League of Nations as a sovereign State on 26 May 1937. 
Neither of these instruments contained any reference to the Anglo- 
Egyptian Treaty, and their validity is not therefore conditional on 
Egypt’s adherence to that Treaty. It would thus be extravagant to 
pretend that Egypt’s unilateral abrogation of it has revived the 
force of the ‘four reserved points’ which the British Government 
reserved to its own authority when terminating its Protectorate 
over Egypt in 1922—or, a fortiori, that it has revived the Pro- 
tectorate itself. 

The Lord Privy Seal, Lord Salisbury, is reported as saying in 
the House of Lords on 21 November that ‘if the Egyptians wished 
in 1956 for a revision of the Treaty we could agree to direct 
negotiation with them or we could prefer arbitration. Pending the 
decision of the arbitrator we should remain where we were’. This 
statement closely accords with Article 16 of the 1936 Treaty, 
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which spoke of its ‘revision’ in or after 1956 if desired by either 
party, with reference to the Council of the League of Nations if the 
parties disagreed; but the article also contained the apparently 
perpetual condition that ‘any revision of this treaty will provide 
for the continuation of the alliance’ and made no provision for its 
unilateral abrogation at any future time. This would make com- 
plete independence for Egypt a desert mirage; and for Lord 
Salisbury to retort that the Treaty was ‘perfectly freely negoti- 
ated’ savours too much of the Melian dialogue of Thucydides. To 
insist on the strict application of Article 16 in 1956 would surely 
not only be to abandon hope of reconciling any moderate Egyptian 
opinion, but would seriously weaken the morality of the British 
case before any international tribunal. 

On the other hand, the Egyptians’ claim that their unilateral 
abrogation of the Sudan condominium agreements of 1899 auto- 
matically revives full Egyptian sovereignty over the Sudan is 
equally extravagant. Egypt’s authority over the Sudan had been 
totally ineffective since 1885 as a result of the Mahdi’s successful 
revolt, and Kitchener’s reconquest of the country was made under 
the British as well as the Egyptian flag (only at Fashoda, for reasons 
of international delicacy, was the Egyptian colour displayed alone). 
Sir Harold MacMichael (The Anglo-Egyptian Sudan, 1934, pp. 
65-66) refers to a case decided by the Cairo Mixed Courts in 1910, 
wherein a firm of contractors brought a suit in the matter of a con- 
tract made by the Sudan Government, and at the same time sued 
the Egyptian Government as responsible for the Sudan. The 
Egyptian Government in rebuttal pleaded that the 1899 Agree- 
ments had constituted in the Sudan an autonomous government 
separate and distinct from that of Egypt, and the Court concurred 
that a new State had then been established there. International 
lawyers hold that a condominium in no way confers sovereignty 
upon each of the co-domini separately; that would be a contradic- 
tion in terms. 

At the Security Council in 1947 not even the Soviet and Polish 
delegates, who supported Egypt in demanding the withdrawal of 
the British forces from Egypt and the Sudan, were convinced by 
Egypt’s claim to present sovereignty over the Sudan. It seems clear 
that in reaching any future decision the United Nations will be 
moved far more by the wishes of the Sudanese themselves (in so 
far as they can be satisfactorily ascertained) than by the de facto 
situations created in 1822 or 1881-5 or 1898-9. 
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South Africa and the Sterling Area 

One of the leading principles on which the Sterling Area is 
based is the centralization of the foreign exchange transactions of 
the members in London. Each member nation transfers the foreign 
money which it receives from outside the Area to the Bank of 
England, and draws on the Bank of England for whatever foreign 
exchange it needs. 

In general foreign exchange is interpreted to include gold, but 
South Africa, as the great gold producer of the world, has never 
undertaken to hand over her entire gold output to the Sterling 
Area pool of foreign exchange. During the war, when supplies of 
imported goods were very short, South Africa accumulated large 
gold reserves. When the war came to an end, imports rose to a high 
figure. Up to 1948, however, only a part of the resulting adverse 
balance fell upon the gold reserve. The system of exchange control 
of the Sterling Area puts no restriction on capital movements 
within the Area. While other members of the Sterling Area had 
accumulated huge sterling balances during the war and drew on 
them for capital purposes, South Africa had only accumulated 
gold. In 1946 and 1947 South Africa raised considerable sums in 
Great Britain for capital purposes, and in 1947 this flow of funds 
was swollen by a movement of fugitive money to South Africa, 
prompted by the discredit which befell sterling when convertibility 
broke down. 

But in 1948 the flow of capital funds, by which the excess of 
imports had been largely balanced, ceased, and there ensued a 
rapid depletion of the gold reserve. Severe import restrictions 
became necessary.' South Africa continued to attach great im- 
portance to the access to the British capital market, which mem- 
bership of the Sterling Area conferred. But the access was not quite 
unconditional, for whereas any holder of sterling in Great Britain 
was free to transmit it for capital purposes to South Africa, public 
flotations in the London market were subject to control, and South 
Africa’s power of drawing on London for capital outlay might be 
seriously hampered if permission for such flotations were with- 
held. 

Since 1949 South Africa has been willing to make agreements 
with Great Britain calculated to secure a substantial proportion 
of the gold output for the British reserves, on the understanding 


‘See “The Price of Gold and South African Interests’, in The World Today, 
September 1949, pp. 407-8. 
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that access to the British capital market will continue to be allowed. 

By an agreement made soon after the devaluation of sterling, 
which came into operation at the beginning of 1950, South Africa 
divided her imports into two categories: essential, which could be 
imported from any source; non-essential, which were to be sup- 
plied only (or mainly) from ‘soft-currency’ countries, of which 
those of the Sterling Area were the principal. The essential im- 
ports were all to be paid for in gold and, with the competitive 
advantage resulting from devaluation, it was hoped that British 
exporters would be able to earn a large share of the available gold. 
In the summer of 1950 dissatisfaction was felt in regard to the dis- 
tinction between essential and non-essential supplies. 'Tinplate was 
classed as non-essential, and when South Africa complained of 
long delays in the delivery of supplies, the natural retort was that, 
if tinplate was so urgently needed, it should be classed as essential 
and paid for in gold. 

The Agreement was then revised. The terms of the new Agree- 
ment have not been revealed, but the intention was that the gold 
paid for supplies from the Sterling Area should be about 
£50,000,000 a year, and that South Africa should continue to have 
access to the British capital market. 

If, for any reason, South Africa decided to leave the Sterling 
Area, she would of course be free to use her existing sterling 
balances for purchases within the Sterling Area, but, if they were 
exhausted, would have to pay in gold for any excess imports from 
the Area. Transfers of capital, whether the proceeds of public 
flotation or not, would become subject to control. How far this 
would be a serious disadvantage would depend on what capital 
resources would have been obtainable from Great Britain by 
remaining within the Sterling Area. American money has not been 
found an adequate substitute for British. No doubt permission 
would be given for a transfer of funds for the use of British-owned 
enterprises in South Africa for capital outlay urgently needed or 
promising to be productive. But those locally owned might 
experience difficulty in meeting their requirements. 


Soviet Comment on the British General Election 

IN 1945 the Soviet Party organ Bolshevik (No. 15, August) 
welcomed the advent of a British Labour Government as a 
historical milestone in the political life of this country. There was 
among the masses, it said, a trend towards national progressive 
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unity for the purpose of solving the difficult post-war problems: 
both the Labour and Conservative Parties were agreed on the re- 
quired measures of social reform, but while the points of agree- 
ment represented a minimum programme for the Labour Party, 
for the Conservatives they were the maximum limit to which they 
were prepared to go. Soviet comments, conditioned by the then 
operative policy of ‘friendship with the West’, attained a measure 
of objectivity in their appraisal of the situation in 1945 and their 
prognosis of its development. 

In Soviet comments on the recent General Election in Britain 
(Pravda editorial of 28 October 1951, and an article in Bolshevik, 
No. 20, October 1951, pp. 37-46), on the other hand, there is no 
evidence of a desire seriously to assess the political implications of 
the result. On the contrary, the defeat of the Labour Government 
is simply used as a peg on which to hang the familiar propaganda 
cloak. Where the facts do not fit the desired picture they are either 
ignored or distorted. 

The failure of the Labour Party to come back to power is due, 
inter alia, to the fact that this party has been swimming in the 
backwaters of ‘the aggressive foreign policy of American imperial- 
ism’ (Bolshevik, p. 39). Pursuing the policy of the Conservatives, 
the Labour leaders have converted the country into ‘American 
military camp No. 1’, where American officers and men, enjoying 
extra-territorial rights, ‘behave like masters of the house, to say 
the least’ (p. 40). Having come to office on the pledge of close and 
friendly collaboration with the U.S.S.R., the Labour Govern- 
ment did not keep its pledge but became, together with the 
Government of the United States, the ‘organizer and inspirer of 
the aggressive Atlantic bloc, whose aim is the unleashing of war 
against the Soviet Union and the People’s Democracies’ (p. 40). 
In conformity with this policy British economy has been handed 
over to the supervision of hundreds of American experts, members 
of the Anglo-American Council for Productivity. A further 
example of this country’s slavish dependence on the United States 
is the Battle Bill’s prohibition of trade between ‘Great Britain and 
other Marshall countries’ and the U.S.S.R., China, and the 
People’s Democracies (p. 41). 

On the home front, the Soviet commentators explain, the Labour 
Government’s policy has proved equally inadequate. Nationaliza- 
tion has been a failure and has only led to greater exploitation of 
the workers, in many cases leaving the owners still in actual control 
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of the enterprises. Taxation has decreased for the rich and in- 
creased for the workers, 50 per cent of whose wages are swallowed 
up by direct and indirect taxes. No mention is made of the Health 
Service or the extension of the school-leaving age, but stress is laid 
on the failure of the housing programme, rising prices, the im- 
pending fuel crisis, and so on. This crisis of ‘the British Empire’ is 
deepened by ‘a new wave of national-liberation movements in the 
colonies and dependencies’ (p. 43). 

All this has led to the defeat of the Labour Government at the 
hands of a disillusioned electorate. In order not to demolish this 
argument, the large and increased vote for the Labour Party, 
though mentioned, is not considered in this context; neither is the 
poor showing of the Communists, the only party, according to 
Bolshevik, that stood for the interests of the working people and 
their desire for peace. The failure of the Communist Party is 
indirectly attributed to the lame excuse that ‘it had to conduct its 
election campaign in extraordinarily difficult circumstances’ 
(p. 45)- 

In case the Soviet people should still entertain illusions about 
elections in capitalist countries, they are told that the voting is 
really neither universal, nor equal, nor even secret, the arguments 
being that only in the House of Commons is representation 
elective, and that voting and candidature are restricted by limita- 
tions of age, length of residence, the deposit of £150, etc. As to 
the secrecy of the voting, ‘those who have an interest in this’ 
(p. 39) can without difficulty establish who voted for whom by 
tracing back the person’s number in the electoral register and the 
numbers of the counterfoil and voting slip handed to him. It goes 
without saying that the author of the article omits to explain to 
his readers that it would require the legal consent of Parliament 
to enable the sealed boxes to be re-opened after the count. 

As far as any prognosis of future developments is concerned, the 
Soviet commentators confine themselves to a brief supposition 
that the new Conservative Government will hardly introduce any 
changes, since ‘the policy of the Labourites and the policy of the 
Conservatives is not, in essence, at all different’. 

The striking features of all this criticism of the British parlia- 
mentary system and electoral procedure are, first, the writers’ 
apparent inability to see that, even were this distorted version 
accurate, it would still be superior, from the democratic point of 
view, to the Soviet one-party system; and, secondly, their tacit 
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assumption that the Soviet people are incapable of making com- 
parisons between the Western and Soviet electoral systems. 


Vienna and Zagreb: Two Peace Congresses 


Within the past six weeks two congresses for the promotion of 
peace have taken place, both with peace as their expressed aim, 
but each with a very different approach. 

The World Peace Council held its second meeting in Vienna 
from 1 to 6 November 1951. It will be recalled that the Council 
was formed at the World Peace Congress held in Warsaw in 
November 1950; its first meeting took place in Berlin last February. 
It was claimed that the Vienna meeting was attended by 239 
delegates (including over 100 Council members and a similar 
number of invited guests) representing fifty-eight countries and 
nine organizations. There were only two points on the agenda: 
(i) possibilities and ways of concluding a peace pact; and (ii) the 
development of cultural relations between peoples. 

The conference concluded by unanimously approving an 
Appeal addressed to the United Nations General Assembly in 
Paris and signed by the Council’s President, Professor Joliot- 
Curie, and by Signor Nenni. The Council called for a peace pact 
between the five great Powers, and drew the attention of the U.N. 
General Assembly to the following points: 

1. Peace and international collaboration could not be achieved 
by majority decisions in the United Nations, which often reflected 
the opinion of a minority of the peoples. Settlements necessary 
for the peaceful development of the world could only be reached 
through negotiation and agreement. The admission of the Chinese 
People’s Republic to U.N. membership was essential for any such 
agreement primarily affecting Asia. 

2. The World Peace Council insisted that the U.N. should use 
its influence to ensure respect for international agreements on 
German disarmament, and the speedy conclusion of a German 
peace treaty, which would permit the withdrawal of the occupation 
forces. It believed that negotiations between the great Powers 
could bring about the creation of a united, democratic, and de- 
militarized Germany under international control, a solution in 
accord with the wishes of the great majority of Germans and with 
the interests of Germany’s neighbours. 

3. The restoration of peace in Asia, seriously jeopardized by the 
treaty concluded with Japan in San Francisco, would depend not 
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only on the ending of present hostilities, but also on guarantees 
of the independence and territorial integrity of the Asian nations. 

4. The peoples of the Near and Middle East and North Africa 
must be free to administer and settle their own affairs without 
pressure, foreign intervention, or open or concealed occupation. 

5. A policy of simultaneous, progressive, and efficiently super- 
vised disarmament must be pursued, including the banning of the 
atomic bomb and of all other weapons of mass destruction. This 
proposal could not disturb the balance of power, or benefit any 
particular State, since the rigorous system of supervision proposed 
would ensure the security of all States at each stage of disarmament. 

The World Peace Council was convinced that war was not in- 
evitable; that the peaceful co-existence of diverse social and 
political systems was possible; and that the Council’s proposals 
were in accordance with the interests of all mankind. 

The conference held at Zagreb a few days earlier (23 to 27 
October), sponsored by the Yugoslav National Committee for 
Defence and Peace, cast its net much wider in its avowed aim of 
bringing in representatives from the many organizations, great 
and small, which ‘are working for peace in their own way and 
which lose much of their effectiveness because they are not 
linked together’. In the event, something over a hundred delegates 
from eighteen countries attended the conference, including a 
few outstanding figures such as Pastor Martin Niemdller from 
Germany, Senator Ferruccio Parri from Italy, and the Spanish 
Republican leader Juan Hernandez. 

The ten-point resolution agreed to after considerable discussion 
between neutralist and anti-neutralist trends, and based largely on 
proposals from the strong Yugoslav delegation, gave expression to 
a ‘middle-of-the-road’ peace programme. Among the points in- 
cluded were respect for the independence, sovereign rights, and 
equality of all States; condemnation of all acts of aggression; the 
perfecting of the United Nations organization, including recog- 
nition of the right of smaller Powers to pursue a policy independent 
of the great-Power blocs; the right of self-determination for 
colonial peoples; acceptance of negotiation for the settlement of 
international disputes, and rejection of great-Power settlements of 
problems affecting the interests of other States without their 
participation; economic aid to under-developed countries; 
respect for human rights; persistent efforts to achieve a limitation 
of armaments; and the development of cultural relations. 
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Austria: A Year of Discontent 


In spite of liberal American aid, a continuous upward trend of 
production and trade indices, and a record figure of employment, 
developments in Austria during the last twelve months have 
accentuated the dangerous trends which were already apparent 
earlier. While the Korean war has hit the whole of the free world, 
its economic repercussions have been especially onerous in a 
country so unstable, and so sensitive to every change in the world 
economy, as Austria. Such changes for the worse as have occurred 
are not primarily of a political nature. The fiasco of the Communist 
Putsch in October 1950, the election of General Koerner as Federal 
President, and the continuation of the coalition between the 
People’s Party and the Socialists would all seem to point to a degree 
of democratic stability praiseworthy in a country bordering on the 
Iron Curtain. But, beneath the surface, both on the Left and on 
the Right, ominous stresses are beginning to make themselves felt, 
and few Austrians can look forward to the coming winter without 
apprehension. 

Austria’s present economic hardships are in no way due to lack 
of employment, though the increase in productivity is not as great 
as was hoped for. Employment established an all-time peak in 
July with 2-03 million wage and salary earners, while the number 
of available unemployed dropped to 73,000, as against 219,000 
last January. What negatives this apparent progress, however, is 
the fact that, on the basis of calculations made by the Austrian 
Institute for Economic Research, the cost of living in Austria 
went up by 40 per cent since the outbreak of the Korean War, as 
compared with increases of about 10 per cent in Western Germany 
and the United Kingdom, 8 per cent in the U.S.A., and only 6 per 
cent in Switzerland.? As far as wage and salary earners are con- 
cerned, this increase has largely been compensated for by corres- 
ponding, though often belated, increases in wages. The Institute’s 
cost-of-living index for July stood at 716-2 (April 1945 = 100), 
while the net wage rate index was only 705-7 (April 1945 = 100); 


* See “The Situation in Austria: the Peace Treaty and Internal Politics’, in 
The World Today, October 1950. 

* Monatsbericht des Oesterreichischen Instituts fiir Wirtschaftsforschung, Sep- 
tember 1951. This comparison is, however, misleading, as the last two wage- 
price agreements fell into this period; if their share is deducted, the increase 
amounts to 19°5 per cent—still nearly double that of Western Germany. 

* ibid, August 1951. 
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this was immediately after the fifth wage-price agreement, the 
long-term repercussions of which are only now being felt. 


WAGE-PRICE AGREEMENTS AND LIVING STANDARDS 


Wage-price agreements have been an annual event in Austria 
since 1947,! and represent an attempt by the Government and the 
trade unions to regularize the upward movement of prices and 
wages. The first two agreements were designed to counteract the 
effects on working-class budgets of the inflation of the immediate 
post-war years; the third was mainly due to the budgetary deficit, 
which necessitated higher taxes from all classes of the population, 
while the fourth arose through the need to reduce the amount of 
money going into the price-gap financing of E.C.A.-imported 
goods, and also to raise prices paid to farmers as an encouragement 
for increased production. 

The fifth agreement, concluded on 10 July 1951, completed the 
work begun by the fourth and, in addition, provided for the con- 
siderable increases in production and transport costs caused by the 
rise in price of Polish and Czechoslovak coal, which had more than 
doubled. But its conclusion was preceded by months of steady 
deterioration in real wage levels, and for the first time in the history 
of the Second Republic the Austrian T.U.C. had to sanction a 
really free wage movement. Following a conservative wage policy, 
their efforts were directed towards periodically matching the rising 
cost of living with commensurate wage increases and exerting 
pressure for reduced prices rather than making wage demands; 
hence the chief method adopted in wage adjustments was that of 
the national wage-price agreement. These agreements have 
accounted for four-fifths of the rise in the wage level since 1947. 
But this year, especially in March and April, wage increases were 
negotiated separately by individual unions, and it speaks for the 
statesmanship of the leaders and the discipline of the rank and file 
that, even including trades where the unions were in a strong 
bargaining position, average increases varied only slightly within 
the g—12 per cent range. 

If a similar restraint had been shown by the industrial and 
farming interests Austria would not today have to face a crisis of 
confidence on the part of the workers in their leadership. There is 
an unpleasant mood abroad, ranging from resignation to open 


1 See The Austrian Economy since 1945, by K. W. Rothschild, pp. 46-9, 56- 
60 (R.1.1.A., 1950). 
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cynicism, and the workers are wondering whether the price their 
leaders are paying for the continuance of the coalition is not too 
high—especially after the result of the presidential election had 
encouraged hopes for effective measures against the beneficiaries 
of the international raw materials boom. 

It required a great deal of explanatory propaganda to induce 
the rank and file to accept the agreement in the face of an intensive 
and vicious Communist campaign, even though on paper it con- 
tained every safeguard for the living standards of the working 
classes. ‘The main feature of the agreement was once more a general 
wage increase (of 10 to 12 per cent) which was to cover fully the 
negotiated increase in the cost of living, with a minimum of 140 
Schillings (approx. £2) per month, Of this amount, 127 Schillings 
are needed by a family of two adults to pay for the negotiated price 
increases in foodstuffs and public utilities, and the balance of 13 
Schillings represents increased social insurance contributions on 
the higher wage level. Quite apart from the fact that the cost-of- 
living index, based as it is on the expected consumption of a 
mythical ‘average person’, is no more reliable in Austria than else- 
where, the real question was whether, on the one hand, industry 
would be able to absorb the increased wage bill without also raising 
prices all round, and, on the other, whether the new prices offered 
agriculture sufficient inducements to stop feeding bread grains to 
livestock and thus ease the drain on Austria’s currency earnings. 

‘The success of the agreement’, said the E.C.A. Mission’s 
Labour Report, ‘will depend on the employers’ ability and willing- 
ness to absorb the wage increase, the achievement of higher pro- 
ductivity and production, and the stabilization or decline of world 
market raw material and food prices’.! And it continued: ‘Prospects 
are not excessively bright. During the past year, the increase in 
productivity, though substantial, has not been sufficient to 
guarantee absorption of the three wage increases plus the tax 
increases. As a result, it is highly questionable whether Austrian 
producers will be able to produce at prices which will expand or 
even continue export levels already achieved. Should exports 
decline, a revision of the Schilling exchange rate would be indi- 
cated, bringing increased internal prices on imported raw materials 
and foods, barring unexpected sharp declines in world market 
prices, 

‘Economic Co-operation Administration Special Mission to Austria, 
Monthly Labour Report, No. 18, 25 July 1951, pp. 10-11. 
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Unfortunately there is evidence that this analysis is already 
being confirmed by developments. The secondary price increases, 
which were, of course, not provided for in the new wage levels, are 
becoming fairly general, and accounted for over a third of the 
15 per cent increase in living costs between mid-June and mid- 
August. This, of course, is very serious, for, despite the foreign 
tourist’s impressions of Austria as a land of plenty, figures show 
that in the industrial centres, at any rate, pre-war standards have 
by no means been reached. Comparing deliveries to Vienna’s 
markets in 1950 with those of 1937, the last pre-Anschluss year, 
we find a drop of 42 per cent in the supply of fruit, vegetables 
dropped 55 per cent, and potatoes 16 and milk 26 per cent. On a 
monthly average only 5,300 head of cattle were delivered, as 
against 7,100 in 1937; 18,700 pigs, as against 51,200; and 408 
calves, as against 7,159; only the supply of deep-sea fish shows an 
increase. Considering that in 1937, a year of great unemployment, 
there were only 313,000 insurable employed as against 484,000 in 
1950, the drop in living standards would appear to be consider- 
able. 


RELATIONS WITH EASTERN EUROPE 


If industry has not been willing or able to absorb the new 
charges, neither is Austria’s foreign trade likely to remain un- 
affected by them. Thanks to Marshall aid Austria has built up an 
impressive list of customers, headed in Europe by Western Ger- 
many and including the U.S.A., Brazil and Argentina, Egypt and 
Turkey, India, and Australia. The goods exported are mainly 
timber and timber products, iron and steel, chemicals, and glass. 
If the current tendency to burden the consumer with increased 
costs continues, it will hardly be possible to attain the desired aim 
of a favourable balance of payments by 1952, which would involve 
double the volume of exports of 1949. 

Nor can any great improvement be hoped for from a switch-back 
to Austria’s traditional markets—the countries of Eastern Europe. 
Their increasing dependence on Russia has led to an isolationist 
policy where trade with Austria is concerned. In 1950 alone, 
Austrian commercial imports from the U.S.A., the U.K., and 
France rose from 16-7 per cent to 23 per cent of the total, and 
exports increased from 10-8 to 14-7 per cent: but imports from 
Poland, Hungary, and Czechoslovakia dropped from 19-5 to 11°1 


1 Arbeit und Wirtschaft (Vienna), 1 July 1951. 
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per cent, and exports from 16-6 to 8-8 per cent.’ And the same 
tendency is still continuing. In February last the Austrian National 
Bank was forced to stop the grant of export licences to firms with 
orders from Hungary, Bulgaria, and Rumania as these countries 
were seriously in arrears with their deliveries of foodstuffs and 
owed Austria goods to the value of 6, 1-3, and 0-8 million dollars 
respectively.* In recent months these debts have been considerably 
reduced, but Austria is in no position to continue exports to coun- 
tries which default on their obligations under trade agreements, 
thus necessitating Austrian cash purchases of essential foodstuffs 
elsewhere. At the same time Poland, on whose coal Austrian in- 
dustry depends, while doubling coal prices refuses to buy Austrian 
fertilizers at a price 15 per cent higher than before, and demands 
raw materials instead of processed goods. Thus trade relations 
between these two countries are becoming increasingly difficult. 

It is, in fact, an ironical situation. The Communists denounce 
the ‘Marshallization’ of Austria, the exorbitant profits made in 
scarce commodities as a result of the world rearmament boom, and 
the export of raw materials from Austria. They offer the markets 
of Eastern Europe for Austrian industrial goods, and promise the 
products of Eastern agriculture to the Austrian housewife. But at 
the same time Eastern Europe is unable to deliver the food, it 
increases prices to Austria till they are now vastly in excess of those 
charged by the West, and it prefers cheap raw materials to finished 
goods. 

In addition to these grievances, Austria also has a large number 
of unsettled claims against her Eastern neighbours. Whereas most 
Western and oversea countries have now freed Austrian assets, 
there is no willingness on the part of the People’s Democracies to 
release the 1-2 million acres of agricultural and building land, 
8,200 houses, 2,000 industrial undertakings, over 20,000 items of 
movable property, and 23,000 deposits and claims held by them.* 
The bulk of these assets are situated in Czechoslovakia, and there 
as elsewhere nationalization and land reform laws directed against 
German property also included Austrian property. Moreover, after 
the Russians had taken their pick of machinery and other movable 
property at the time of the liberation, for the past two years a 
mixed Polish-Czech-Hungarian Commission has been inspecting 


* Austrian Central Statistical Office, quoted in Neue Ziircher Zeitung, 28 
April 1951. 

* Oesterreichische Monatshefte (Vienna), April 1951. 

® Arbeiter-Zeitung, 3 December 1950. 
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a total of 530 factories, garages, etc., in the Soviet Zone for any 
machinery, motors, or vehicles of a value exceeding {£7 which were 
purchased after September 1939. The principle of restitution of 
property looted from Poland and Czechoslovakia by the German 
Army is undoubtedly just; and these two countries have now con- 
cluded their inspection. But at the same time the Russians are 
allowing a Hungarian Commission to search local council offices 
for records of goods—mostly food, textiles, and footwear—trans- 
ferred during the war and afterwards sold to the population, and to 
demand payment for them, often at inflated prices. Not only is this 
contrary to the Control Agreement, which makes no provision for 
assets no longer physically existent, but special piquancy is added 
to this policy by the fact that at the material time Hungary was 
Hitler’s ally. In this, as in their role of owners of former German 
property in Austria, the Russians show their complete disregard 
for the country’s economic interests. 


AMERICANS AND RUSSIANS 


Marshall aid, while assisting the export industries in general, 
has been of especial importance to the heavy industries and the 
several hydro-electric schemes in process of construction, the 
latter themselves potential exporters of electric power. By and 
large, the sum of $800 mi!lion received by Austria in the first three 
years of American aid has been well spent, and there can be no 
doubt that its administrators in Austria have played their part well: 
advisers and friends rather than dictators, they have at any rate 
avoided the odium which surrounded the League of Nations 
financial advisers after the first World War. On the third anni- 
versary of Marshall aid, Clarence E. Meyer, Chief of the E.C.A. 
Mission to Austria, could point with satisfaction to the fact that 
industrial production had increased by 250 per cent compared 
with 1947, the last year before Marshall aid started, and had 
reached 130 per cent of the 1937 level. There is now a strong 
possibility that Marshall aid may continue, if only on a restricted 
scale, after 1952, and by virtue of her geographical position Austria 
will certainly qualify for at least that modicum of support without 
which the good work of the last three-and-a-half years would at 
once be undone. 

But the best advice is of little use if there is no reciprocal feeling 
of responsibility, and the strictures passed by such prominent men 
as William Joyce and Henry Martin, respectively Assistant Ad- 
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ny ministrator of E.C.A. and Chief of Information Services, on 
re employers in France and Italy, who were said to have denied their 
of workpeople a fair share both of the fruits of Marshall aid and of 
an responsibility in its application, are not without relevance in 
n- Austria. True, lip-service is paid to the new policy for the utiliza- 
ire tion and administration of counterpart funds, involving closer 
es association of the unions and the workers at shop-level with the 
1s bodies determining the use of funds in local currency obtained 
to from the sale of American goods. But at the same time the Austrian 
iis Chamber of Commerce cannot resist the temptation to inform the 
‘or Americans that the majority of Austrians have rejected the policies 
ed of large-scale nationalization and economic planning. Labour, on 
fas the other hand, seems determined to end a state of affairs where 
an consultation is often ineffective, where co-operation is torpedoed 
rd | by the laissez-faire policies of right-wing ministries, and where the 


only tentative steps towards co-partnership are taken in the na- 
tionalized sector of industry. An article by the editor of the joint 
journal of the Austrian T.U.C. and the Chambers of Labour is 


al, significant in this connexion, and seems to herald the beginning 
he | of a campaign to make Labour’s voice heard more effectively in | 
he | the councils of the E.C.A. in Austria.? 
nd It can, of course, be argued that the American Mission ought ! 
ee to exert pressure to ensure that Austria should concentrate on 
no making the best possible use of Marshall aid, instead of allowing 
ll: herself the luxury of an antiquated system of trade associations 
ate which have secured legislation to make free competition illegal; of 
Ns industrialists who oppose modernization and productivity cam- 
ni- paigns and who have obtained, in company with the big farmers, 
A. the protection of exorbitant tariffs; of an elaborate network of 
lat cartels and monopolies which has provoked the American High 
ed Commissioner—supported by his Russian colleague on the Allied 
ad Council—to use his delaying veto on an Austrian bill designed to 
ng regularize the system under the pretext of reforming the abuse. 
ed Of all the recipients of Marshall aid, Austrian agriculture has made 
ria least progress since the war, having reached only 81 per cent of its 
put pre-war production, compared with 84 per cent in Western Ger- 
at many and 87 per cent in Greece,? and Austrian exporters can still 


accumulate foreign currency deposits abroad to the detriment of 
ng 
en 'E. Lakenbacher, ‘Der neue Plan der E.C.A.’, in Arbeit und Wirtschaft, 
{ 1 October 1951. 
: * Economic Commission for Europe, Economic Survey for 1950. 
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the Austrian exchequer. Something is rotten indeed in the state of 
Austtia’s economy. 

These facts, noted by Austrian economists and foreign observers 
alike, place a severe strain on the loyalty of Socialist workmen and 
are grist to the mills of Communist propaganda, whose apostles 
have every reason to seek to camouflage the iniquitous policy of the 
Soviets in their occupation zone of Austria. According to a state- 
ment made to Parliament on 10 July by the Minister of Finance, 
there are 471 Russian-owned U.S.I.A.* undertakings in Austria, 
of which a hundred are farms and estates, with a total pay-roll of 
60,000 workers. As far as his Ministry could discover—for the 
Russians deliberately leave the authorities in the dark on the volume 
of their trade—these undertakings have consistently defaulted on 
taxes due from them, and today the total debt amounts to about 
£7 million—almost enough to cover the current deficit in the 
Austrian Budget, as the American High Commissioner reminded 
the Russians on 17 August in the Allied Council. In addition, 
U.S.I.A. also maintains a chain of retail shops, which it is intended 
to increase to 500, in which one can see its own products, and 
smuggled Balkan cigarettes and liqueurs, openly sold to anyone, 
thus depriving the Government of all taxes and customs dues; and 
the near-monopoly which U.S.I.A. enjoys in several articles, 
notably glass and electric light bulbs, enables it to dictate its prices 
to the consumer. 

But the grounds for the real objections to the Russians are to be 
sought not so much in their economic activities as in their inter- 
ference in the political affairs of the countiy. They not only seek 
to block legislation by means of the veto in the Allied Council 
(which, unless unanimous, can only delay implementation for 
thirty-one days), but they also actively support the Austrian Com- 
munists, who are popularly known as the ‘Russian Party’. While 
it is true that all occupying Powers are bound to be unpopular 
after the novelty of liberation has worn off, and troops of any 
nationality are likely to go off the rails now and then, the Russians 
are certainly the most disliked, mainly because of their inability 
to treat Austrians differently from their own people at home. Any 
students of the pattern of social and labour relationships developed 
by the Soviet system who are unable to pursue their researches in 
the Soviet Union need only examine Russian dealings with em- 
ployees of U.S.1.A. and with farmers and officials in Austria. 


1'The Soviet organization controlling German assets in Austria. 
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e of Only now, five or six years after their arrest and deportation, is 
news being received of Austrians sentenced by military courts to 
vers long terms of imprisonment in Russia. People still disappear or are 
and kidnapped; mysterious lists are compiled of Austrians born in 
tles Eastern European territories now incorporated in the Soviet 
‘the Union and who fear forcible repatriation. In short, to the foreign 
ate- observer at any rate, life in the Soviet orbit of Austria has a “Third 
nce. Man’-atmosphere about it—or, as the Viennese put it, ‘we have 
tria. been annexed to the Balkans’. 


ll of 
the 
ume 


THE POLITICAL SCENE 
The weakness of the Austrian Communists prevents the Rus- 


i on sians from counting on a repetition of the events which brought 
yout about the fall of Czechoslovakia; and there is no evidence that they 
the | intended the Communist riots of October 19§0 to be the signal for 
ded revolution. Ostensibly a movement of protest against the fourth 
jon, Wage-price agreement, this Communist action, with its ‘ultimatum’ 
ded | tothe Government and its proclamation of a general strike, was a 
and dress rehearsal of the tactics planned for the time when the ex- 
one. pected end or drastic reduction of Marshall aid would result in 
and widespread unemployment and misery. When the strike call fell 
cles. on deaf ears—except for U.S.I.A. works, where the employees 
Kices had no choice but to remain idle if they were not transported in 
works lorries to the scenes of the riots—trioting and sabotage in the 
o be Russian zone and sector of Vienna showed up both the unscrupu- 
eer- lousness and the weakness of the Communists, for confronted with 
eeck the 1efusal of the Socialist-led unions the strike was doomed to 
sell failure and their only hope lay in frightening the Government and 
for the public. What was significant, however, was that the rioters 
‘om- enjoyed the support of the Russian authorities; and to this day 
Thile Communist police officials who took part in the disturbances and 
lien were suspended by their superiors are continuing in office on : 
any Russian orders. 
sane In the Austrian Trade Union Federation, on the other hand, all 
eho those officials who violated trade union policy and supported the 
td strike were dismissed, and in consequence the Communists lost a 
»ped good many vice-chairmen and other leading positions which they 
in in owed largely to the 1945 agreement to rebuild the trade union 
on. movement on an all-party basis. At the time of writing the annual 
stria. shop steward elections which extend over the whole winter are 


beginning, and the Communists are trying very hard to make the 
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‘undemocratic’ behaviour of the majority parties a central issue 
in their campaign. Significantly, the stress this year is not on 
Communist lists but on ‘lists of workers’ unity . . . trade union 
unity lists, and .. . candidates genuinely supporting working- 
class unity’. By thus disguising the true nature of the lists the 
Communists hope both to induce Socialist workmen to turn 
against their leaders and also to hide the irreparable weakness of 
the genuine Communist vote which was once again demonstrated 
in the presidential elections. 

These elections had to be held in two stages, on 6 and 27 May, 
as none of the six candidates secured the required 50 pe cent of 
the valid votes in the first round. Apart from two freak candidates, 
receiving 5,000 and 2,000 votes respectively, each of the four 
parliamentary parties ran a candidate, and, as was expected, the 
Communist candidate Gottlieb Fiala secured the usual 5 per cent 
of the votes for his party—220,000 in all. The League of Inde- 
pendents, which obtained 11-7 per cent in the General Election 
of 1949, nominated an essentially non-political and generally 
respected medical man, Dr Burghaid Breitner, a university pro- 
fessor from Innsbruck, who obtained 15-4 per cent of the vote— 
an expression of non-confidence in the Government rather than a 
vote for neo-Nazism. The Socialist candidate, Dr Theodor Koer- 
ner, Mayor of Vienna, improved on his party’s performance in the 
General Election by 60,000 votes, or 0-4 per cent, and Dr Heinrich 
Gleissner, the People’s Party candidate, dropped 120,000 votes, or 
4 per cent, though still heading the poll with 1,720,000 votes. The 
great question was where the votes cast for the four least successful 
candidates would go in the second ballot, and the result of 27 May 
was a great surprise, for it showed that in addition to the Com- 
munist vote, which may be considered to have gone wholly to him, 
Dr Koerner also received half the votes given to Breitner in the 
first ballot. Thus Austria’s first post-war President, Dr Karl 
Renner, is succeeded by another Socialist without a change in the 
party-political balance in the country, and it was not even neces- 
sary to reconstruct the Government, which is still headed by 
Leopold Figl, of the People’s Party. 

Austria’s recent preoccupation with domestic issues has pushed 
international problems somewhat into the background, and her 
citizens take whatever consolation they can find in the repeated 
assurances of the Western Powers that they will not desert Austria 


1 For a Lasting Peace, for a People’s Democracy, 28 September 1951. 
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even though she cannot contribute to Western defence. ‘Austria’, 
wrote her Vice-Chancellor, ‘does not, and cannot, participate in 
the Atlantic Pact which aims at welding the countries of Western 
Europe into a military unit; the conditions of four-Power occupa- 
tion make this impossible for her; but Austria knows that the great 
Powers are not indifferent to her fate, and this increases the self- 
confidence of Austrians...” 

There can be little doubt that what the writer had in mind 
were those ‘situations of strength which can be recognized by 
Russia’, in Mr Dean Acheson’s words, and which the Western 
Powers are building up in Austria as well as in Yugoslavia, as a 
countermove to the Soviets’ obstruction of a Staatsvertrag.* There 
is in fact nothing left to negotiate in the Austrian Treaty, and it 
could be signed tomorrow were it not for the wider interests of 
Russia in the Danubian Basin. As a Yugoslav journal feelingly 
puts it: 

The direct reasons governing the U.S.S.R. in its delaying tactics in 
regard to concluding the peace treaty with Austria are many. There are 
two which stand out: the first relates to Austria, where Soviet occupation 
troops are stationed, and the second to countries through which they 
must pass. In both cases, the Soviet Government considers that the 


presence of its army is a guarantee of successful implementation of its 
hegemonistic policy in that part of the world . . .* 


K. R. S. 


' Dr Adolf Schaerf, in Die Zukunft (Vienna), October-November 1950. 
* Or State Treaty. It is inaccurate to speak of an Austrian ‘peace treaty’. The 
ll title of the draft Austrian Treaty, ‘Draft Treaty for the re-establishment of 
n Independent and Democratic Austria’, indicates its true character. 
* Review of International Affairs (Belgrade), 13 September 1950. 





Soviet Coal Production Since the War 


THE growth of the Soviet coal industry reflects the progress of in- 
dustry as a whole in the U.S.S.R. since 1928. The fuel needs of the 
country have increased in proportion with the development of new 
heavy industries, the building of power stations, and the expansion 
of the railway network. Among the fuels used, coal played an in- 
creasingly important part, replacing wood and even oil products. 
The large new iron and steel centres built at the same time re- 
quired increasing quantities of coke for the manufacture of steel.* 
Consequently all pre-war five-year plans laid great stress on the 
development of the coal industry. Between 1928 and 1940 the coal 
output in the country increased nearly fivefold. Prior to that period 
the Donets Basin in the Ukraine accounted for nearly nine-tenths 
of the total coal production; during the ’thirties new and prolific 
fields were brought into operation in other parts of the Union, 
chiefly in Siberia. Geological prospecting added considerably to 
the knowledge of coal reserves in the country, and even the tra- 
ditional Donbas had its boundaries extended by the discovery of 
important new deposits on its eastern fringe. In 1937 the coal 
resources of the U.S.S.R. were estimated at 1,654,000 million tons. 
The war dealt a severe blow to the development of the industry. 
The German occupation of the Donets Basin and of the coalfields 
in the Moscow region deprived the Soviet Union, at one time, of 
over 60 per cent of her coal. It was estimated that over 1,100 pits 
were more or less permanently put out of action and had to be re- 
built. The loss of output was partly compensated for, while the 
war was still on, by increased production from the eastern coal- 
fields. The Moscow Basin, too, was quickly restored to its full 
capacity. The rehabilitation of the Donets Basin (Donbas), how- 
ever, was to remain a major task of the post-war five-year plan. 
The post-war plan aimed at raising the annual output from the 
1945 level of 147 million tons to 250 million in 1950.* The in- 
creased capacity was to be derived partly from the reconstructed 
Donbas mines and partly from some 200 new mines which were to 


1 The proportion of coal to other fuels was 59°4 per cent in 1932, 69°5 per 
cent in 1937, and 71°9 per cent in 1940 (Planovoe Khozaistvo, No. 2, 1946, 
p. 101). 

* In 1940 the coal needs of the iron and steel industry were 40 million tons. 

® Planovoe Khozaistvo (subsequently abbreviated to Pl. Khoz.), No. 3, 
1951, p. 22. 

“ The final figure is little more than the target originally set for 1942 in the 
third five-year plan. 
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be opened in the Kuznetsk and Karaganda Basins, in the Moscow 
coal region, in the Urals, in Central Asia, and in several new mining 
centres such as the Petchora Basin and the Georgian fields, where 
operations started only during the war and were now to be greatly 
expanded. In addition, the plan envisaged measures for increasing 
efficiency in the mines. Several basic underground operations, such 
as cutting, hauling, etc., were to be mechanized to an even greater 
extent than before the war. The stock of machinery in the mines 
was to be increased three to four times. Machines were also to be 
used on a much wider scale for sinking shafts, blasting roads, and 
other development and construction work.? 


POST-WAR DEVELOPMENT 


According to official reports, the industry reached the target of 
output for 1950 and even exceeded it by some 10 million tons. The 
rate of increase throughout the period was from 11 to 14 per cent a 
year. Production in 1950 amounted to 260 million tons, which is 
about 25 per cent more than the British output for that year and 
57 per cent above the Soviet Union’s own pre-war figure. The 
Soviet industry has thus become the second largest national coal- 
industry in the world. 

This inc: ease in output, however, has been the work of a vastly 
augmented labour force. Even in 1950 productivity in the industry 
remained below the pre-war level. 


SOVIET COAL OUTPUT 
(in million tons) 


1913. 1928 1932 1937 1940 1945 1946 1947 1948 1949 1950 

29°! 35°5 64°4 128-0 1660 147°0 162-0 181°6 207°0 234°0 260°0 

Within the industry the relative importance of the traditional 
Donbas fields has further diminished and the centre of gravity has 
moved towards the eastern producing regions. In 1940 the Donbas 
still accounted for 56 per cent of the total coal output; in 1950 its 
share fell to 35 per cent, while more than half the total production 
came from sources east of the Volga.? The development in the 
East was particularly rapid during the war years when the in- 
dustries in these safe and distant regions became the mainstay of 
the war effort. 

Even in 1950, however, the Donbas remained the largest single 
coal-basin in the country. In the course of rehabilitation mines 


' Zakon o Piatiletnem Plane, 1946, pp. 17-18. 

* In the eastward move of industry coal leads the way; 44 per cent of pig-iron 
and 51 per cent of steel were to be produced in the East in the closing stages of 
the post-war five-year plan (Voprosy Ekonomiki, No. 12, 1949, p. 89). 
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there were thoroughly modernized and their lay-out improved. 
The good quality of the Donbas coal, particularly of the coking 
variety, had made it in the past the mainstay of a large iron and 
steel industry based on the Krivoi Rog iron ores and the Nikopol 
manganese ores. The relative proximity of the coal to the ore (the 
average distance is 480 km.) is a rare advantage, though this has 
always been outweighed by the high cost of producing the coal, a 
disadvantage shared by the Donbas with many traditional coal- 
fields where mining started under primitive conditions. The 
average monthly output per worker in 1940 was 26-6 tons in the 
Donbas mines and 41 -6 tons in the eastern coal basins. 

In early Soviet times, as in Tsarist times, the Donbas supplied 
the main coal requirements of the two remaining centres of industry 
in European Russia, the Moscow and Leningrad regions, re- 
spectively about 1,200 and 1,800 kms. away. The losses involved in 
transporting the coal have stimulated the search for alternative 
sources, and these were found in the lignite deposits scattered over 
several provinces, principally those of Moscow, Tula, and Riazan. 
The coal is of very poor quality, with an ash content amounting to 
30 per cent and a high sulphur content; it was nevertheless found 
possible, by using modern methods of combustion, to apply the 
coal in industry on a vast scale. In 1937 local mines supplied about 
7 million tons out of the 16 million stated to be the fuel require- 
ments of the Central Industrial Region. A further threefold in- 
crease in production was sought in the third five-year plan. After a 
temporary set-back due to the German occupation of the region, 
production continued to increase very rapidly. The target for 1950 
was reached in 1948 and in 1950 about 30 million tons were 
mined.? The reserves were estimated in 1939 at 12,000 million tons. 

Another source of supply for the European North was found in 
later years in the Petchora coal basin. This region is only in its 
early stages of development and its geographical position, beyond 
the Arctic Circle, makes it probably unique among the coalfields 
of the world. The region is credited with reserves exceeding 
100,000 million tons.* In 1946 eighteen pits were in operation, 
mainly in the Vorkuta region. On account of its good coking coal 
the Petchora Basin was to be developed after the war into the 
principal coal base of the great iron and steel works planned for the 


1 Pl. Khoz., No. 9, 1939, p. 124. 

2 Ugol (= Coal—the organ of the Coal Ministry), No. 1, 1951, p. 2. 
3 Pl. Khoz., No. 2, 1946, p. 104. 

* ibid., No. 5, 1946, p. 41. 
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ved. | Leningrad region. In a project presented by the Academy of 


cing Sciences the Vorkuta coal was to be combined with the iron ore 

and from the Kola peninsula, while peat from the Leningrad region 
»pol was to be used as a source of power. Both coal and ore had to be 
(the transported over distances totalling 4,000 ton-kms. per ton of pig 

has iron produced.' Final details of the project have been kept secret. 
al, a 

oal- THE EASTERN COALFIELDS 
The The two principal mining centres of the East are the Kuznetsk 

the Basin in Western Siberia and the Karaganda Basin in North 

Kazakhstan. The Kuzbas has the greater potentialities of the two. - 

lied [ts reserves are variously evaluated at 215,000 to 400,000 million 

stry tons and are undoubtedly the greatest in the U.S.S.R. The dis- 

re- | covery of iron-ore in Gornaya Shoria, only 200 km. away, creates 

din ~ there more favourable conditions for an iron and steel industry 
tive | than exist anywhere else in the U.S.S.R. Coal production 
over | amounted in 1950 to about 35 million tons, a high proportion of it | 
zan. | coking coal of excellent quality. This is now mainly consumed 
g to locally in the great iron works at Stalinsk; in earlier years large | 
und quantities of this coal were transported to the Urals. 
the The Kuzbas and the Urals were developed together in the early 
out ‘thirties as twin centres of an iron and steel industry, the so-called : 
\ire- ‘second metallurgical base’, the Kuzbas providing the coal and the 
| in- Urals the ore. Two factories were built simultaneously, in Kuz- 
er a netsk and Magnitogorsk. The coal from the Kuzbas was sent by 
ion, the ‘Trans-Siberian railway to the coke-ovens and blast-furnaces 
1950 of Magnitogorsk, a distance of about 2,000 km. On their return 
vere journey the same wagons carried ore from the Urals to be smelted 
ons. in Kuznetsk.? The scheme was costly and the strain on transport 
d in 


' ibid., No. 5, 1946, p. 38 et seg. A ton-km., the unit used in assessing freight 


1 its charges, represents the product of mass and distance carried. The conclusion 
‘ond was reached that while production of pig-iron would prove more expensive than 
; the purchase and transport of pig-iron from the South, steel would prove an 
elds economic proposition if a high proportion of local scrap could be used in its 
jing manufacture. 
Oe * The economics of the project were dubious from the outset and gave rise at 
10N the time to a heated controversy among the Soviet leaders. Orjonikidze’s 
coal version of how the decision was taken is worth recounting: “There were many 
people among us, in the party and outside it, who did not believe in the project, 
the who called it an adventure. Then Comrade Stalin with his usual decisiveness 
-the aid that we had to build the Magnitogorsk factory and we had to build the 
Kuznetsk factory. Comrade Stalin asked what was the capacity of factories in 
\merica. The answer was that the biggest factories had a capacity of 24 million 


tons a year. Comrade Stalin said we must build such a factory here; in the first 
place one of 24 million tons and later one of 4 million tons.’ (Quoted from 


I 


Voprosy Ekonomtki, No. 12, 1949, p. 81). 
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considerable. About 60,000 trucks were needed in 1939 to carry 
the 3 million tons of ore from Magnitogorsk on the eleven days’ 
journey to Stalinsk.! An alternative source of coal for the Urals was 
soon found in the Karaganda deposits which were considerably 
nearer and were directly linked by railway with Magnitogorsk in 
1939. This lessened the transport charges on one ton of metallur- 
gical coke in Magnitogorsk from 3,200 ton-kms. to 1,480 ton- 
kms.? 

The high cost of transport was largely compensated by the low 
cost of production in the Kuzbas mines. The mines are relatively 
shallow, between 100 and 200 m.; in the Prokopevsk-Kiselevsk 
region, which now accounts for half the output of the Basin, seams 
run at a depth of 5-20 m. and open-cast mining is often resorted 
to; the average thickness of the seams is about 4 m. and a thickness 
of 12-14 m. is not exceptional.* These favourable natural con- 
ditions are not, however, an unmixed blessing. The usual methods 
of mining (such as the room and pillar method adoped here at 
first) proved wasteful in these thick, rich seams; up to 50 per cent 
of the coal was left in the seam. Since the coal there is given to 
spontaneous combustion, underground fires frequently occurred. 
New methods adopted in later years have also proved unsatis- 
factory and in 1950 the Coal Ministry opened a public competition 
for a scheme of working the coal from thick, high-gradient seams. ‘ 

The Karaganda coal has also proved cheap to produce. The 
reserves in these deposits were estimated at 52,000 million tons in 
1938. The seams are struck at 65—100 m., and their average thick- 
ness is 2°31 m. But the quality of the coal is lower, and because of 
the high ash content the coal must be concentrated when used for 
coking.§ 

Several smaller coal centres have grown up in the vicinity of the 
Urals. The Kizel fields in the West and the Chelyabinsk lignite 
basin in the East supplied between them over 7 million tons in 
1937. The Kizel coal is of poor quality; but it has proved suitable 
for coking when concentrated and mixed with Kuznetsk coal. As a 


1 Pl. Khoz., No. 1, 1940, p. 94. 

2 Pl. Khoz., No. 4, 1940, p. 96. Karaganda coal replaced that of Kuznetsk 
only gradually. The pace was set by the slow development of ore mining in 
Gornaya Shoria, the local source of raw material for the Kuznetsk smelting 
works. 

8 Voprosy Ekonomiki, No. 6, 1950, p. 32; Ugol, No. 2, 1950. In the Donbas the 
average thickness of seams is -95 m.; mining proceeds at a depth of between 
200 and 800 m. 

* Ugol, No. 2, 1950, pp. I-5. 

5 Pl. Khoz., No. 9, 1939, p. 129. 
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‘fuel the coal and lignite have proved a valuable source of power for 


‘use in industry and in the rapidly growing towns. The third five- 
_ year plan envisaged a threefold increase in the Urals’ coai-produc- 


‘tion between 1937 and 1942. In addition to the Kizel and Chelya- 


‘ binsk fields and the smaller mining areas of Karpinsk (Bogoslovsk) 
- and Yegorshino, two entirely new centres were planned, one based 
on the Bredy anthracite deposits and the other on the Dombarov- 
ski reserves; the latter were to yield about 4-5 million tons in 
1942. In all, the Urals, with a production of 25 million tons, were 
to be ‘self-sufficient’ in fuel by 1942; only coking coal—about 
4-5 million tons a year—was to be ‘imported’ from Kuznetsk 


‘and Karaganda.* In the post-war years the Urals remained the 
’ third greatest coal producing region with a planned production of 


31 million tons for 1950. 


PRODUCTION OF THE MORE IMPORTANT COAL REGIONS 
(in million tons) 





1927-8 1932 1937 1940 1950 (plan) 
= Donbas 30°7 43°8 76°6 84°7 86:1 
» Kuzbas 2°46 8-94 17°3 20°9 35°1 
) Karaganda — “72 3°9 164° 
S Urals 1°94 3°14 8-08 12°0 31°6 
Moscow Region 8°33 2°8 7°4 10°0 24°1 
(a) In 1933. 


(5) From all sources in Kazakhstan. 

Figures of production based on data in: Bolshaya Sov. Entsiklopedia, vol. 31 
and volume on U.S.S.R.; Voznesensky, War Economy of the U.S.S.R., Moscow, 
1948, pp. 40-5; Planovoe Khozaistvo, No. 11, 1939, p. 18; ibid. No. 2, 1946, 
p. 103; Zakon o Piatiletnem Plane, 1946. 

Of the remaining coalfields in the East, those of Kazakhstan, 
Central Asia, and Eastern Siberia have, as yet, only local import- 
ance; those of the Far East, on the other hand, support a large 
regional industry which includes iron and steel works, shipbuilding, 
and engineering factories. The total coal reserves of these regions 
were estimated in 1937 at about 430,000 million tons, over three- 
quarters of it in the still imperfectly explored deposits in Eastern 
Siberia and the Lena valley. The development of the East 
Siberian resources, in the Tunguska valley and on the upper 
Yenisei, is no doubt a matter of the more distant future; at present 
production is carried on in the Cheremkhovo fields, known also in 
pre-revolutionary times, and the coal is chiefly utilized on the 
Trans-Siberian railway. In Central Asia coal is mined in five 


ibid., No. 9, 1939, p. 126. 
* ibid., No. 4, 1940, p. 97. 





524 SOVIET COAL PRODUCTION SINCE THE WAR 


centres in or around the Fergana valley; development seems to 
have been slow in this region. 

In Kazakhstan, apart from the main Karaganda reserves, other 
deposits are now utilized to support the non-ferrous metal 
industries which have grown up in that region. Among these are 
the Ekibastus fields in the East, where development after the war 
was particularly rapid. The coal from Lenger and Chok-pak is 
used in the Turksib railway, that from Mangishlak for the Caspian 
fleet. 

The Far East had a production of nearly 5 million tons in 1937, 
mainly from the Suchan mines but also from the lignite fields at 
Artem and from the coalfields on the island of Sakhalin. The de- 
velopment of the Bureya fields was an important item of the post- 
war five-year plan and part of a wider scheme to expand the Far 
Eastern industries. The iron and steel industry, with its centre at 
Komsomolsk, depends primarily on Bureya for its coal and coke. 


MECHANIZATION AND PRODUCTIVITY 


As well as raising output and spreading the sources of the in- 
dustry more evenly over the country, the Soviet Government has 
also done much to increase efficiency in the industry. With 
characteristic faith in all things mechanical they began mechaniz- 
ing operations in the mines at an early date. By 1932 two-thirds of 
all coal was cut by machine and 76 per cent was mechanically con- 
veyed from the face to the main haulage network;* in 1940, 97°5 
per cent of the cutting was done by machine.‘ In 1932 haulage was 
still largely at the truck and pony stage; in 1940, 60 per cent of it 
was mechanized. Efficiency improved rapidly, and by 1940 
productivity in Soviet mines was level with that in pre-war British 
mines. 


AVERAGE OUTPUT PER WORKER PER MONTH 
(in tons) 


1928-9 1934 1936 1940 





:°9 17°6 1°9 30°6 


A serious fall in productivity occurred during the war, caused by 


1 Coal is mined in Tashkumir and Kok-Yangak, lignite in Kizil-Kia, Suliukta, 
and Shurab. 

2 One-third of Soviet copper, over half the zinc, and a quarter of the lead 
is now produced in Kazakhstan. 

3 Pl. Khoz., No. 3, 1940, p. 62. 

* Voprosy Ekonomiki, No. 3, 1949. 

5 Bolsh. Sov. Ents., vol. 31, pp. 59-60, and Voprosy Ekonomiki, No. 12, 1949. 
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general dislocation, employment of unskilled personnel, wearing 
out of equipment, and shortage of spare parts, etc. These factors 
continued to exercise an influence for some time after the war was 
over. True, the worn-out equipment was soon replaced and by 
1950 the mines were more highly mechanized than ever before. 
According to Vice-Minister Valentinov, the basic processes of 
getting and transporting the coal had by that time been completely 
mechanized,’ and the machines installed were more powerful than 
any used in the past. But all this accumulation of mechanical 
power has never been used to anything approaching its full 
capacity. ‘Technical skill is still low, especially since a new genera- 


tion of workers entered the industry after the war.? Machines are 


often kept idle during the greater part of the working shift and 
breakdowns are frequent. Moreover, highly mechanized and 
primitive methods are used side by side. In the Kuzbas mines, for 
example, the mechanical loading of a wagon takes two to three 
minutes, while manoeuvring the wagon by hand into a position 
where it can be loaded takes fifteen to twenty minutes.* Many 
other instances of bad utilization of machinery are quoted in the 
Soviet press. As a result of this, five years after the end of the war 


| the overall productivity was still below pre-war level. In a basin 


' as favourably placed as Karaganda productivity in 1950 was only 


89 per cent of the pre-war figure; in 1945 it was 68 per cent. In the 
Rostov group of collieries in the Donbas productivity in 1950 was 
go per cent of the figure for 1940.* 

So great was the need for coal after the war that at first costs 
mattered little; output was everything. Only in 1949 did ‘pro- 
ductivity targets’ begin to rank with output targets in the produc- 
tion plans of the collieries. The change was emphasized, in the 
usual way, by an official condemnation of the former policy of 
‘coal at any price’; the subsidies which had been paid to the in- 
dustry until then were abolished. In 1950 a number of Combines 
(regional groupings of collieries) were expected to work on a 
‘planned-profit’ basis. ® 

Among the measures introduced to raise productivity the 
greatest importance is attached to the organization of work on the 


' Ugol, No. 11, 1950, p. 2; 98°5 per cent of the cutting and 97°8 per cent of 
the hauling was mechanized by 1950. 
*In 1948, 45 per cent of the workers in the industry were below the age of 
26. (Ugol, No. 8, 1949, p. 19). 
Ugol, No. 1, 1951, p. 7. 
* Ugol, No. 8, pp. 5, 14. 
* Ugol, No. 11, 1950, p. 2. 
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basis of a twenty-four-hour cycle. This scheme requires that the 
coal from the whole length of the face should be cut, loaded, trans- 
ported, and raised to the surface in three working shifts. The 
sequence of operations is approximately this: the first shift does d 
the cutting and part of the blasting and loading of the coal on to | 
the conveyor; the second shift finishes off these jobs and begins | 
shoring up the roof; the third shift is taken up entirely by repair 9 |, 
work, moving the conveyor, and so on. The way is thus cleared for 


the first shift to start the ‘cycle’ all over again. Work is carried out : 
to a very rigid time-table, or ‘graph’ as it is called; this ensures o 
co-ordination of activities, continuous flow of work, and full tl 
utilization of machinery; it also imposes a new discipline of work n 
on the miners. The workers are forced into acceptance of this 9 4, 
regime by a suitably modified system of wages: ‘premiums’ for the n 
completion of the required number of ‘cycles’ (25-5-27 a month) J, 
form a large part of their salary, ranging from 50 to 100 per cent it 
of the basic rate of pay.* In the 500 workings in the Donbas where | 4 
the ‘cycle-graph’ system had been introduced by March 1951, - 
productivity is said to have increased from 3 tons to 3-68 tons per te 
worker at the face.? The new regime of work is now being applied te 
also in the Moscow Basin and in the eastern coalfields. 

Another important development was the introduction of con- é 
tinuous cutting-loading machines, the so-called ‘combines’. These " 
are said to open the way to complex mechanization of mining as d 
distinct from mechanization of single operations. In the usual t] 
process of mining coal is mechanically cut from the seam or dis- |}, 
lodged from it by blasting, and then carried by conveyors from the |} g 
face to the main transport network. The loading of the coal on to 
conveyors has been invariably done by hand, usually by the same p 
workers who did the firing. The advantage of the ‘combine’ is that o 
it eliminates the heavy work of hand-loading and makes the whole 7 ¢, 
business of coal-getting, namely cutting, hewing, loading, and con- Fy 
veying, a continuous and predominantly mechanical process. The 4 e 
machine is said to reduce the number of workers at the face by | 


one-fifth and to give an output of 300 to 400 tons a day; an | 


additional advantage is that it dispenses with blasting, thus in- | 


d 

n 
creasing safety and facilitating roof-control.® Bc 
The ‘combine’ has been designed primarily for the horizontal or |» p 

v 


1 Ugol, No. 8, 1950, p. 3. 
* Ugol, No. 5, 1951, p. 2. 
® Ugol, No. 6, 1949, p. 3- 
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near-horizontal seams of soft coal in the Donbas. At the end of 
1950 a few hundred ‘combines’ were said to function in those 
mines, ensuring mechanical loading of 16 per cent of the coal pro- 
duced. Combines suited to local conditions have also been con- 
structed and are now being applied in the Moscow and Kara- 
ganda mines where a less efficient machine, a so-called ‘cutter- 
loader’ has been in operation for some time. Experiments were also 
carried out with a Soviet version of a stripper. This machine com- 
bines efficiency with a high degree of safety. A sharp tool, pulled 
along the face by steel cables, slices a layer of coal about -2 m. 
thick off the seam. The coal falls directly on to the conveyor which 
runs along the face; after each working stroke the conveyor is 
brought up close to the face by means of pneumatic levers. The 
machine is suitable for use in soft strata as only a narrow area of 
roof is exposed at each working stroke; requiring no electric motors, 
it also presents marked advantages in unsafe mines. The possi- 
bilities it offers for raising efficiency are shown by the output of 
7-8 tons per man-shift at the face reached with this machine under 
test conditions; the machine is capable of a daily output of 375 
tons. 

Large scale application of ‘combines’ and other machines which 
eliminate hand-loading began in 1950. A ‘plan of mechanization’ 
was then put into operation which aimed at raising the pro- 
ductivity by 50 to 100 per cent within five years.” It provided for 
the extension of mechanization to about 70 per cent of all loading, 
for the reconstruction of underground transport, and for the 
development of new methods of roof control. Metal roof supports 
were to take the place of wooden props to an extent of at least 80 
per cent and a beginning was to be made with the mechanization 
of roof control in 1951. Above all, mechanization was to be ex- 
tended to various phases of development work and a major effort 
was to be made to speed up mine construction. The industry is 
expected to double its output within the next ten years and this, 
according to Minister Zasiadko, is impossible without, at least, 
doubling the speed of building and developing new mines. The 
need for quick results has already prompted development of open- 
cast mining which accounts now for over 10 per cent of the total 
production. It is practised primarily in the Siberian fields where it 
works out at less than half the cost of ordinary mining. 


' Ugol, No. 11, 1950, p. 2. 
* Ugol, No. 8, 1949, p. 1. 
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MANPOWER 


Mechanization has only partly reduced the need for new man- 
power in the industry. The influx of new workers was at its highest 
immediately after the war, but it has still to be maintained at a 
fairly high rate in order to ensure the continued expansion of the 
industry. Recruiting is relatively easy in a country rich in human 
resources and where unlimited powers of direction are vested in 
the Government. Incentives, too, play their role in securing and 
keeping an adequate labour force in the industry. Miners, especi- 
ally face-workers, are probably among the best-paid workers in the 
Soviet Union and enjoy a number of privileges, whose real value 
can only be assessed against the austere background of Soviet life. 
The housing programme of the Ministry of Coal aimed at pro- 
viding 7,800,000 sq. m. of living space for mining communi- 
ties. Although many complaints were made about the quality 
of the houses a large part of the programme has been carried out. 
Other benefits recently acquired by’ the mining population 
were mentioned in the last Miners’ Day speech of Vice-Minister 
Onika; they included a tramway line for Karaganda, a sports 
stadium for Stalino, running water for three other centres, new 
libraries, clubs, and various other advantages. 

The majority of new workers are provided by the State Labour 
Reserves. These Reserves are formed from contingents of young 
boys (and girls) levied annually on kolkhozes and towns, and 
ensure a continuous flow of labour into industry. The young 
workers are directed into the mines after preliminary training; 
special courses also exist for educating the workers, old and new, 
in new mining methods and the use of machinery. In all, a million 
miners received instruction in mining schools and on special 
courses during the last five years, a figure indicative of the vast 
numbers employed by the industry. 

New plans for Soviet industries have probably been formulated 
to succeed the first post-war five-year plan which ended in 1950. 
These plans have so far been kept secret and not even the familiar 
percentage figures have been published. It is known, however, 
that the goal of the industry remains the one formulated in 
Stalin’s speech of February 1946: an annual production of 500 
million tons of coal by 1960. 

S. L. 


1 Igvestia, 26 August 1951. 
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Politics and Industry in Sweden 


SWEDEN is a country where the monarchy still counts for some- 
thing in national life, and when on 29 October 1950 the old King, 
Gustaf V, passed peacefully away after a reign of close on forty- 
three years, he was mourned by all his people. In the early 
part of his reign, before and during the 1914-18 war, he was among 
those who opposed the growing influence of the young Social 
Democratic Party, which is today the largest single ‘party in the 
Riksdag and has been responsible for government, either alone or 
in coalition with one or more of the other parties, since 1936. That 
relations between the old King and the Social Democratic Party 
improved and gradually became genuinely cordial was certainly 
due to goodwill on both sides, but undoubtedly very largely to the 
wisdom and dignity with which the late Monarch accepted 
developments. ‘Towards the end of their lives he and his old Prime 
Minister, Per Albin Hansson, had become close personal friends, 
and it is said that the King was deeply affected by the Prime 
Minister’s unexpected death in 1947. 

The new King of Sweden, Gustaf VI Adolf, is sixty-nine years 
old and had served as regent for long periods during his late father’s 
lifetime. The country has warmly welcomed him, not only as the 
son of his father and Sweden’s constitutional King but mainly 
because of his own outstanding merits. The story is told that 
before the war an ardent Social Democrat who favoured a Republic 
was asked who would be its first President. ‘Gustaf Adolf, of 
course’, was the answer—surely a great testimonial to King Gustaf 
Adolf’s democratic qualities! Times and the status of kings have 
changed in Sweden as elsewhere, and the new King is not likely 
to wield the same influence—or even endeavour to do so—as did 
his father during a reign which included two world wars in which 
Sweden remained neutral. King Gustaf Adolf is likely to feel far 
more bound to refrain from openly giving a lead in issues of major 
policy. Nevertheless his feelings of kinship and deep affection for 
the Western World are well known, and were proved by his 
two marriages, in 1905 to Princess Margaret of Connaught and, 
some years after her death, to Lady Louise Mountbatten. 


NEUTRALITY AND REARMAMENT 


One of the most widely discussed decisions on Swedish foreign 
policy—the decision to remain outside the North Atlantic Pact— 
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was taken before King Gustaf Adolf came to the throne. The 
arguments leading to it need not be reiterated here,’ and nothing 
has since occurred to change their validity in the eyes of responsible 
Swedes; it may even be said that the world has begun to appreciate 
them, backed as they are by extensive rearmament which subjects 
Swedish citizens to an economic strain nearly as great as that 
which rests on citizens in Great Britain. King Gustaf Adolf, what- 
ever his personal sympathies, has obviously accepted the decision 
as the only one his country could take in its exposed geographic 
and strategic position, and Swedish foreign policy has shown no 
signs of deviating from the course laid down before his accession. 

How to finance Sweden’s huge armament programme has been 
the Government’s main preoccupation during the last twelve 
months. The difficulties confronting it have been enhanced by the 


general rise in world prices, which eventually penetrated to the , 


home market, with a consequent increase in cost of living and in 
the demands for corresponding wage increases. Among measures 
introduced to raise the revenue were export charges on certain 
especially profitable commodities such as pulp, paper, and timber, 
doubling of the tax on cars, a tightening of credit facilities, and 
compulsory saving, as well as a cut in social expenditure and the 
postponement of the coming into force of the new health service 


scheduled for 1951. The cut in social service expenditure, though — 


only a minor one affecting free holiday travel for working mothers, 
met with violent opposition from M. Gustaf Maller, Minister 
for Social Affairs, supported in this by the whole Cabinet. Never- 
theless voting went against him, and M. Skéld, the energetic 
Minister of Finance, got his way. Although production in general 
has developed according to expectations and exports have in- 
creased both in volume and value, prices throughout the year 
continued to rise more than was anticipated, and a bad harvest 
proved an additional disappointment. On the other hand, the wage 
agreements concluded early in 1951 did not cause serious dis- 
location of industry, the only manifestation being a brief dock 
workers’ strike, and the negotiations for next year’s agreements are 
likely to be influenced by the Prime Minister’s timely warning, 
both to the Unions and to other important industrial organizations, 
to remember their responsibilities. The economic programme for 
the period 1951-5 issued by the Government’s Experts Com- 
mittee, which, while advocating increased differentiation in 


1 See ‘Sweden Today’, in The World Today, October 1949. 
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‘he wages between skilled and unskilled labour, warns against general 
- wage increases, may also influence the ultimate decisions taken. 
Sle 
ate THE NEW COALITION GOVERNMENT 
one Although governmental failure to judge international economic 
hat developments has come in for bitter criticism, and some of the 
m- proposals for increased taxation were opposed, all the measures 
mn were passed without undue difficulty. In fact, the Social Demo- 
hic cratic Government’s position seemed moderately secure despite 
no the minor setback the Party had suffered at the last General 
on. ‘Election, and M. Erlander’s decision, announced on 1 October, to 
= seek an understanding with the Farmers’ Party therefore came as 
lve a surprise. That decision was probably not entirely due to a desire 


to strengthen the Government’s tactical position, but may rather 


the have been dictated—as informed opinion suggests—by the reali- 
1 in zation that a change in the composition of the Cabinet was 
ires ~ desirable, and that a coalition, while having the advantage of 
‘ain “+ strengthening the Government’s hand, would also make certain 
ber, Cabinet changes more natural and therefore more palatable to 


and “7 those they would affect. Once before, in 1948, M. Erlander had 
attempted to persuade the Farmers to enter a coalition, only to be 


vice repulsed because, as Dr Hedlund, their leader, explained, the 
ugh Farmers’ Party would only consider a coalition on a broader basis, 
eas, an alternative not acceptable to M. Erlander. His success this time 
ste has probably been fairly expensive, as the Farmers are likely to 
ver- have demanded a high price for their co-operation, and when 
jeu earlier experiences are borne in mind one may well wonder whether 
eta this new red-green coalition will be any more successful and 
in- durable than the famous ‘kohandel’! of the ’thirties from which 
year the Social Democrats themselves ultimately withdrew. However, 
vest at the moment M. Erlander has expressed the conviction that the 
yage new coalition will lead to ‘long and fruitful co-operation’. 
dis- The portfolios entrusted to the Farmers’ Party are those of the 


Ministries for Social Affairs, Agriculture, and Education, and they 
also provide a Minister without portfolio. Among the men thrown 
overboard or who have resigned ‘without any stain on their 
ons character’ are M. Vougt, the Minister of Defence, little liked by 
> Lor friend or foe, and M. Gustaf Mller, one of the veterans of the 
om- Social Democratic Party. His loss is bound to be widely regretted, 


' Kohandel, or cattle barter, was a derisive term applied to the coalition 
between Social Democrats and Farmers before the war. 
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but he is old and his going was expected. Like M. Ernst Wigfors, 
formerly Minister of Finance, who went into semi-retirement a 
few years ago, M. Miller is an ‘elder statesman’ of great repute 
and one of the old brigade of fighters who were mainly responsible 
for the rise of the Social Democratic Party from small beginnings 
to the eminent position it enjoys today. 


LABOUR AND INDUSTRY 


The average Swedish citizen today is not too badly off, and the 
living conditions of the men or women who work for their liveli- 
hood, whether with hand or brain, and especially those of the 
ordinary working man, compare favourably with the situation in 
other European countries. Wages are the highest in Europe except 
for Finland; the demand for labour outruns the supply and the 
Swedish working man can therefore afford to be selective. In fact, 
so far are demands for labour in excess of supply that in certain 
industries practically all the work is carried out by non-Swedish 
labour—as, for instance, in the wood industries, where logging in 
isolated forest regions is carried out by Finns, Norwegians, Balts, 
or Poles. Other industries, such as, for example, the big electrical 
concern of A.S.E.A., nowadays include a large number of Italians 
and Sudeten Germans among their normal contingent of workers. 
At Viasteras, the Company’s headquarters, these foreigners work 
harmoniously with their Swedish comrades, though the writer 
was told that at first the Italians especially were dissatisfied as they 
missed the sunshine and their customary allowance of wine. 
However, good food and the excellent housing conditions which 
they enjoy on equal terms with the Swedish workmen, together 
with all the health and social amenities which the Company pro- 
vides, have made up for these shortcomings. Today smiling faces 
greet the visitor at the factory, and Italian, German, and Swedish 
children play happily together, only their mothers complaining 
that at times they cannot understand their own offspring because 
they persist in mixing their own tongue with that of their foreign 
playmates. 

It may be of interest to glance at some of the other leading 
Swedish industries and at the general labour situation. The huge 
shipyards of Gétaverken, at Gothenburg, started more than a 
hundred years ago by a Scotsman, Alexander Keiller, are today 
a hive of industry. Ships built here are destined not only for the 
Scandinavian States but also for other European countries, 
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including Great Britain, and for Argentina and the United States. 
When the writer visited the works seven tankers for Norway 
were in course of construction. Although Gétaverken build some 
of the largest and best of Sweden’s passenger ships, orders for 
tankers, mainly from Norway, have for a long time kept the yards 
very busy. Shortly after the war eleven motor ships previously 
ordered by Norway, whose completion had been delayed by the 
Swedes to prevent their falling into German hands, were handed 
over to the Norwegians and formed a welcome addition to the 
depleted Norwegian merchant fleet. The policy pursued by the 
Company in order to preserve that valuable asset, its corps of 
experienced workmen, is mainly based on making the men feel 
free. They are paid a basic wage, plus piece work rates and bonus, 
and hard work is therefore in the interest of all. Coffee stalls are 
put up everywhere, enabling the men to slip away from work for a 
cup of every Swede’s favourite beverage, but there is no idling, 
nor does one see a sudden hasty return from these stalls ‘because 
the boss is coming’. As the works are in Gothenburg the Company 
need not give help with housing accommodation, but holiday 
islands are provided and much appreciated. The foremen have 
made good use of a Company donation by establishing an educa- 
tional fund from which money is made available to those wishing to 
improve their education. There are also workmen’s clubs, choirs, 
sports clubs, and so on. 

Perhaps the two most fascinating concerns in Sweden, and also 
the largest and most famous, are Stora Kopparbergs Bergslags 
A.B., with headquarters at Falun, and Uddeholm Bolag, north of 
Karlstad, in Varmland. Stora Kopparbergs A.B. proudly claims to 
be the oldest limited company in the world. The first mention of a 
share in the company occurs in historical records of the year 1288, 
when an eighth share was bartered by the Bishop of Vasteras. In 
1310 King Birger Magnus is stated to have held a share in the 
concern ‘with hereditary rights’. Right up to the eighteenth 
century shareholders were mainly ‘master men’, i.e., they worked 
their own part of the mine themselves. Gradually, however, they 
sold their share of the ore to owners of smelting houses, and by 
1725 less than half of the 804 ‘fourth part’! owners were practising 
miners. At the beginning of the seventeenth century copper pro- 


‘ A ‘quarter’, or fourth part of a ‘pair’, denotes a smelting house with two 

rs of bellows, the possession of which was a condition of holding a share in 

e mining rights. To this day the expression ‘fourth part’ is used to describe a 
init of shareholding. 
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duction began to decrease, and by the eighteenth century the 
decline was serious enough to force the Company to embark on 
other activities, such as the extraction of silver, sulphur, and vitriol 
from the ore, a practice begun in the sixteenth century but dis- 
continued during the copper mine’s greatest prosperity. In 1731 
the Company also acquired its first interest in iron mines, and 
during the second half of the nineteenth century it entered the 
sawmilling trade. Today copper mining is not even mentioned as 
an activity in the amended Articles of Association of the Company. 
As its activities range over a wide field workmen’s needs have also 
to be catered for on an extensive scale. A special Housing Company 
helps workmen and staff with their living problems, while holiday 
homes provide for their leisure hours and technical schools for the 
training of the younger generation. 

Uddeholm Bolag, the second of the two largest Swedish indus- 
trial concerns, is in some respects even more interesting. Though 
not the largest of the wood-processing companies, it is the largest 
single industrial enterprise in the whole country apart from Stora 
Kopparberg, because its activities are not confined only to the 
processing of wood. They are based on all three of Sweden’s 
great natural resources, her forests, her iron ore, and her water 
power. The Company owns 750,000 acres of forest land, iron ore 
mines, and power stations; it runs its own railway from Karlstad 
to its properties in the north, and its ships sail down Lake Vannern 
to Gothenburg and thence to many European ports. Uddeholm 
has set its stamp on the whole Province of Varmland, for it is not 
just another enormous industrial concern. When to its first iron 
works, built in the seventeenth century, four large steel works, 
modern saw mills, pulp factories, paper mills, and electro-chemical 
factories were added, as a natural corollary living accommodation 
for the workers had to be provided, and thus, as a plaque in 
memory of Uddeholm’s founder recalls, ‘in the forests and deso- 
late wastes they built houses for the people’. 

And they are still doing so. Large communities have sprung up 
all round the various centres of the Company’s activities and the 
Company’s officials willingly and proudly show them to visitors. 
The writer made a point of inspecting not only those houses which 
were the pride of the Uddeholm administration but also those 
which were old or condemned to be shortly pulled down. For 
nominal rents amenities are provided which are the dream of the 
English housewife, such as, for example, electric laundries and 
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beautiful modern kitchens with gadgets that make life so easy that 
the Swedish housewife probably ‘dances while she dusts’ without 
the encouragement of the B.B.C. Sanitation in some of the out- 
lying districts in the forests is of course primitive judged by urban 
standards, but even so the older houses compare favourably with 
old houses in this country. Lest English readers should accord too 
much blame to our own builders and too much credit to those in 
Sweden, it should, of course, be remembered that electric power 
is cheap and plentiful over there and it is easier and cheaper to 
build on fresh sites than if old houses have first to be pulled down. 

A visit to the Gustavsberg Potteries, run by the Co-operative 
Society, is also an interesting experience. The works are situated 
on an island some fifteen miles from Stockholm, and the manage- 
ment therefore provides living accommodation for all its workmen. 
A token rent is paid, but it is less than the equivalent of {1 a year 
per room and therefore cuts out all competition from private 
builders. All the land is owned by the Company, as are also the 
public services. Medical facilities are maintained by the local 
authorities, the Company only providing office space and other 
amenities. As in many Swedish large industrial concerns, special 
arrangements for the housing of unmarried male and female 
workers have been made, the former being accommodated in 
hostels, while the latter, according to age, either live in hostels or 
have one-room flats with kitchenettes of their own. 

In conclusion it should be stated that the social and other 
amenities provided by the famous L. M. Ericsson telephone 
company at Midsommarkransen near Stockholm can face com- 
parison with all those the writer has seen. As the Company’s 
headquarters are near Stockholm, help in finding housing 
accommodation is given only to those who wish to live near their 
work, and it takes the form of guaranteed building loans. A transit 
hostel provides rooms for newly engaged workers, while a dining 
hall, the most beautiful of all those inspected, supplies good meals 

t very moderate prices. During rest intervals trolleys carry light 
refreshments to the workers at their benches. 

In view of all this it is easy to understand that the average 
Swedish worker’s lot is a comparatively happy one, and though he 
grouses as his fellows do elsewhere he does so with less provocation. 
With a labour force which at the end of 1950 amounted to some 
three million, of which about half a million were self-employed, 
unemployment is almost unknown. The little there is—about 1-4 
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per cent in May 1950—is mainly due to workers in transit from 
job to job. As was pointed out earlier, there is actually a shortage of 
workers in certain skilled fields. Annual earnings for male workers 
in 1950 averaged Kr. 5,784, or about £415. A forty-eight hour week 
is generally maintained, with shorter hours in certain industries, 
and the statutory two weeks’ holiday with pay has only recently 
been increased to three weeks. 98 per cent of all industrial workers 
are organized in trade unions affiliated to the Confederation of 
Trade Unions (L.O.). Clerks and professional workers are also 
organized in unions affiliated to the Central Organization of 
Salaried Employees (T.C.O.); from 50 to 55 per cent of these 
workers are at present members of these unions. The L.O. 
maintains close relations with the Social Democratic Party, but 
the T.C.O. outwardly preserves a non-partisan policy as the 
political allegiance of its members is more varied. Both bodies 
have joined the new International Confederation of Free Trade 
Unions. The relations between employers and employed are 
regulated by agreements between the Employers’ Confederation 
and the L.O. and T.C.O., and special terms covering wage rates, 
overtime, etc. are laid down in industry-wide agreements. While 
there is no ‘closed shop’ as such, the highly-organized trade union 
organization does in effect amount to the same thing. But it must 
be emphasized that the L.O. maintains a very responsible position 
in the community, as was demonstrated in 1949 and 1950, when 
both L.O. and T.C.O. recommended to their unions that there 
should be no demand for wage increases in those years and all the 
unions adhered to this advice. Although there was a moderate 
unfreezing of wages this year, it is unlikely that the wage negotia- 
tions at present taking place will result in unreasonable increases. 

There is no all-inclusive State unemployment insurance, but 
programmes established by individual unions are aided and 
supervised by the Government. Old age pensions, on the other 
hand, have existed for a long time. A comprehensive system of 
compulsory health insurance was enacted by the Riksdag imme- 
diately after the war and scheduled to come into force in 1950. It 
was subsequently postponed to 1951 and has since been again 
postponed, not only for financial reasons but largely on account 
of lack of sufficient medical personnel. Meanwhile about 60 per 
cent of the population are covered by voluntary health insurance 
through societies which enjoy financial support from the Govern- 
ment. 






| 





mM 


ers 


sek 


tly 
ers 
of 


lso 


of 


ese 


yut 
the 
1es 


ide 


BRITISH TRADE WITH COMMUNIST CHINA 537 


The Swedish Social Democratic Party, while theoretically sup- 
porting the idea of nationalization, has in practice only used the 
suggestion as a threat when industries are either uneconomically 
run or overcharge for their products. Apart from postal and tele- 
graph, telephone, radio, and railway services and the State spirit 
and tobacco monopolies, all of which were socialized before the 
coming’ into power of the Social Democratic Party, all the large 
scale industries are still in private hands, though 50 per cent of 
the great iron ore mines in the far north are State-owned. 


A. H. H. 


British Trade with Communist China 


ALTHOUGH British investments and properties in China have in 
the recent past been considerable (a cautious official estimate has 
put the properties of British business concerns in China in 1941 at 
some {124 million, and Chinese Government and railway bonds 
quoted in London at a further £53 million),' British trade with 
China has never been more than a very small proportion of total 
British overseas trade. In 1904 imports from China were valued at 
under £3 million out of atotal British import figure of £551 million, 
and exports to China at under {9 million out of a total of £371 
million; by 1936 imports had risen to £8 million out of £850 
million and exports were £6 million out of £500 million. This was 
the last normal year, as the Sino-Japanese war broke out in the 
middle of 1937. After the war the proportion of Chinese trade to 
total British overseas trade was even smaller, the value of imports 
in 1948 amounting to some £8 million out of a total of £2,079 
million, while exports represented £8 million out of £1,647 
million. 

During 1949 the civil war in China and the Nationalist blockade 
disrupted trade and stockpiles accumulated in Hong Kong. Business 


‘ For a comparison, the value of British capital invested in the Anglo-Iranian 
Oil Co. has recently been estimated at £350 million. 
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circles hoped that British recognition of the Communist regime in 
January 1950 would be followed by a recovery of trade, but the 
Nationalist blockade was not lifted, and the Royal Navy did not 
provide escorts for merchant ships; nor did the new Chinese 
Government take vigorous measures to ensure the resumption of 
trade with the West. Some goods did nevertheless percolate 
through, and it was reported that tung oil and bristles were still 
coming out through Hong Kong in April 1950. In the first half of 
the year British exports to China totalled £841,811 and imports 
from China £1,982,898. The lifting of the blockade at the time of 
the outbreak of the Korean war in the summer, together with 
growing stability in China, contributed to an increased flow of 
goods towards the end of the year. Altogether imports from China 
to the United Kingdom reached a total of {10,364,000 in 1950 and 
exports to China £3,589,000, with an additional £4,000 worth of 
re-exports.' This was roughly 0-4 per cent of total British imports 
and o-1 per cent of exports—the value of imports from China 
being rather more and of exports to China considerably less than 
in the last more-or-less normal year, 1948, when the Nationalists 
still formed the Government. Imports consisted mainly of dairy 
produce (to the value of £4-7 million) of which egg products 
formed the largest part, feeding stuffs for animals, vegetable oils, 
and miscellaneous raw materials. Exports consisted of non-ferrous 
metals and manufactures, mainly copper, worth £1,340,000, and 
small quantities of iron and steel manufactured goods, cutlery, 
hardware, instruments, machinery and electrical equipment, wool 
and woollen yarns, paper, and vehicles. The last consisted largely 
of bicycles but included two motor cars, and totalled £151,000. 
Figures of trade with China are complicated by the position of 
Hong Kong, which is a vast trade entrepéot. Although Hong Kong’s 
value as a free port is so great that a considerable proportion of 
trade passing through it has nothing whatever to do with China, 
the basis of this trade is still, as it has always been, with China. 
Not all British exports to Hong Kong find their way to China: 
some are re-exported to other destinations and some are for local 
use, for Hong Kong has been developing industries such as cotton 
spinning, weaving and knitting, and the manufacture of textile 
goods, rubber shoes, enamelled ware, flashlights, and a variety of 
small articles. The dockyards and the work of shipbuilding and 


1 U.S. exports to China in 1950 totalled some $38 million compared with the 
British total of $10 million. 
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repairs, which form much the most important industry in Hong 
Kong, require iron and ste] and other stores. But enough British 
goods bought by Hong Kong merchants are sold to China to make 
this an important factor in any consideration of British trade with 
China. In 1948 exports from the U.K. to Hong Kong totalled 
{ 20,575,326; they rose in 1949 to {27,907,383 and dropped very 
slightly in 1950 to £27,748,274. Imports rose in value from 
£5,510,467 in 1948 to {10,265,175 in 1949 and {12,060,485 in 
1950. 

With the Chinese intervention in the Korean war the United 
States became increasingly disturbed about British trade with China 
and also about Hong Kong’s trade. Immediately on the outbreak of 
the Korean war in June 1gs50 the U.S. State Department had 
requested American oil companies to stop sending petroleum and 
petroleum products to China and asked the British Government 
to do the same. The American companies concerned complied 
immediately (though rumour maintained that they then attempted 
to export oil to Communist China through Mexico and other 
South American countries); but the U.K. Government did not 
feel the ban was necessary as oil supplies from Britain were in any 
case only a fraction of China’s civilian needs. Shell Oil Company, 
the only British supplier of oil to China, had in the first six months 
of 1950 supplied only 26,000 tons, all products included, which was 
less than a tenth of estimated civilian requirements; this compared 
with 257,000 tons in 1948 and 82,300 tons in 1949. But in a few 
days the need for a ban was avoided as all stocks of British oil in 
the area from which deliveries to China could be made were taken 
over by the British Service departments. 

With effect from 8 August 1950 the Government in Hong Kong 
imposed export prohibitions on some 200 articles considered of 
strategic importance to a potential enemy country, including 
varieties of metal-working machinery, steel mill products, chemi- 
cals, chemical equipment, non-ferrous metals, transportation 
equipment, petroleum, petroleum equipment, electronics, and 
marine equipment. Articles listed could only be exported under 
licence, and would not be permitted to go to China. The U.K. 
also exercised controls on these goods, and the lists were revised 
from time to time. In Hong Kong, for instance, a further list was 
published on 8 December. 

During the first months of the Korean war British exports to 
Hong Kong decreased slightly, despite a rise in prices, the figures 
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for January to June 1950 being H.K. $216,420,8g0 and for June to 
December H.K. $188,291,820. The same was true of American 
exports to Hong Kong, which dropped from H.K. $339,070,042 to 


H.K. $316,188,123. With the open intervention of China later in 7 
the year, the U.S. enforced a ban on all goods shipped from U.S. | 


ports, irrespective of the origin of the merchandise, to China, 
including Hong Kong (for which it was later relaxed) and Macao. 
As a result their exports to Hong Kong dropped in the first six 


months of 1951 to H.K. $188,111,971. The U.K. did not follow 


suit. The control of strategic goods already existing on exports to 
China from the U.K. and from Hong Kong was considered for the 
time being adequate, and it was clear that Hong Kong, depending 
as it did on China for a considerable part of its food supply, par- 
ticularly fresh foods, and for raw materials to maintain its economy, 


could not completely stop trading with the mainland. As the | 


military situation in Korea worsened, however, criticism in the 
U.S. and in some circles in Britain against the continuance of 
trade with China grew, fostered by exaggerated reports of the ex- 
tent of this trade. These included a statement by General Mac- 
Arthur quoting headings of items exported in a certain period from 
Hong Kong to China, but failing to give the size of the quantities 
involved, which in fact were in most cases very small and in the 


case of one heading—petroleum—nil. In May the problem was dis- | 


cussed in the United Nations, and on 18 May proposals were 
adopted by the Assembly for a strategic embargo against China to 
include all items useful in war production, every State to decide 
for itself which commodities to control. 

The main item of dispute was rubber. China’s imports of rubber 
before the war were quite small, but her rubber industries were 
expanding and imports of natural rubber rose from about 5,000 
long tons in 1934 and 1935 to some 8,000 tons in 1936. After the 
outbreak of the war with Japan in 1937 imports dropped, and 
from 1942 to 1945 they were negligible; but the end of the war 
brought a big increase in rubber consumption and in 1946 imports 
jumped to some 12,000 tons and in 1947 to over 22,000 tons. These 
figures remained fairly steady during the rest of the civil war, 
estimated imports being 21,000 tons in 1948 and 27,500 tons in 
1949; but in the first six months of 1950, following the final 
collapse of the Nationalists and the blockade, imports dropped 
to a mere 5,500 tons. The bulk of China’s rubber was imported 
either direct from Malaya or via Hong Kong, and most of Hong 
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Kong’s rubber imports from Malaya were destined for China. 

Rubber was not at first treated as of strategic importance. 
Malayan exports to China and Hong Kong rose considerably after 
the outbreak of the Korean war and in the nine months up to 31 
March 1951 totalled some 124,000 tons in all. As this increase 
became apparent protests were raised both in the U.S.A. and in 
Great Britain, with the result that from g April 1951 the open 
general licence for rubber exports from the Federation of Malaya 
and Singapore was withdrawn and destinational control was in- 
stituted; exports to China were to be limited to the 2,500 tons a 
month which were her estimated civilian requirements. On 10 May 
jt was announced that as the amount of rubber shipped to China 
from British colonial and dependent territories in the first four 
months of the year had been sufficient to meet the estimated civilian 
requirements for the entire year, any further exports for the rest of 
the year would be prohibited. Shipments to Hong Kong would be 
limited to the quantity which the Hong Kong Government con- 
sidered necessary for the legitimate needs of the rubber manufac- 
turing industry in the territory. 

This did not of course completely cut off the supplies of rubber 
to China. On 2 October a shipment of 5,500 tons of rubber left 
for China from Ceylon, which, as an independent Dominion and a 
non-member of the United Nations, did not feel bound either by 
the British decisions or the United Nations embargo and continued 
to sell its rubber freely to the highest bidder. It was reported that 
the United States Government, which had already brought pres- 
sure to bear on Indonesia to ban exports of rubber to China, con- 
sidered the suspension of all Point Four aid to Ceylon, but that the 
National Security Council finally decided to make an exception on 
this occasion. 

One more step in the control of British trade with Communist 
China was taken in June, on the basis of the United Nations 
Resolution of May. Export licence control was imposed on all 
goods sent from the United Kingdom to China and Hong Kong: 
no licences were to be granted for the export to China of goods of 
strategic and military importance, while licences for the export of 
these goods to Hong Kong would be granted only if an assurance 
was received from the Hong Kong authorities that they would not 
find their way to China. This did not in fact involve a major intensi- 
fication of control so much as a formalization of the measures 
already in force. 
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The Government of Hong Kong immediately enforced new 
export-import controls which, by employing more comprehensive 
descriptions of specified articles, extended to some degree the 
controls already being exercised under the three previous Orders 
which were brought into operation in 1950. Severe measures to 
combat smuggling were also being taken under new legislation 
brought into force on 27 April 1951 to prevent the evasion of the 
trade restrictions. 

The British Government has stated on several occasions that it 
had no intention of imposing a total embargo on trade with Com- 
munist countries. As Sir H. Shawcross said on 31 May, ‘We are 
satisfied that the balance of advantage has been on our side, and 
it is completely fallacious to suppose that it would be wise strate- 
gically or that America or anybody else wants us to cut off all 
trade with the Communist countries, China included. . . We have 
not always been very successful, I am afraid, in explaining our 
position and our difficulties and our policies in the United States, 
particularly our difficulties, depending as we do on vital supplies 
from the Communist countries, which the United States cannot 
replace and which we cannot get elsewhere.’ That the United 
States Government recognized the force of this argument is sug- 
gested by the fact that on 2 October 1951 the National Security 
Council exempted Japan from the Congressional ban on American 
economic aid to countries sending strategic materials to the Soviet 
bloc, as the permanent loss of the Chinese market would be 
‘seriously detrimental’ to Japan. 

The effect of the various restrictions placed on trade with Com- 
munist China by the United Kingdom, the U.S.A., and other 
countries is apparent in a report from Peking of early October on 
China’s foreign trade. It was there stated that export trade had 
increased since the beginning of 1951 by 126 per cent over that 
of 1950, and that the whole direction of foreign trade and policy 
had been transformed, the bulk of the trade now being with the 
U.S.S.R. and the People’s Democracies, instead of with the West, 
as formerly. Exports exceeded imports by 9°34 per cent. In 
September 1951, 51°5 per cent of the total volume of exports went 
to the U.S.S.R., 26°4 per cent to the People’s Democracies, and 
only 22 per cent to the capitalist States; this compared with 26-6 
per cent, 3-9 per cent, and 69-5 per cent respectively in 1950. In 


1 New China News Agency, 9 October 1951. 
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the same month 44°7 per cent of total imports came from the 
U.S.S.R., 25-3 per cent from the People’s Democracies, and 29-9 
per cent from the capitalist States, compared with 19-8 per cent, 
i:4 per cent, and 78-8 per cent respectively in 1950. 


O. R. 
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